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Mr. Cosspan: Last Wednesday, abroad. These payments result partly 
time Minister Attlee presented to from large imports at very high 
1e British House of Commons an_ prices and partly from the loss of 
mergency program to meet Britain’s capital which came about with the 
sonomic crisis. Winston Churchill war. This shortage also results partly 
id that the Labour government’s from a reduction of dollar earnings on 
‘ogram was a “blank check for other services and partly because the 
»talitarianism.”’ What are the facts? British government today is spend- 
an American economist, Harris, ing about three hundred million 
w do you view this crisis? ? pounds, or twelve hundred million 
Mr. Harris: This crisis is partly dollars, for military purposes abroad, 
xe result of the war; it is partly a an amount which is equal to two- 
oduction and output and consump- thirds of the total deficit of dollars in 
on crisis. In other words, the British 1946. 

ave to consume less because they Mr. Copsan: That sounds like a 
*e not producing enough to meet pretty serious balance sheet. Opie, 
seir needs for capital renovation for what do you think of it? 

‘ports or to take care of their large Mr. Opie: I agree with what 
»vernmental and military staff. Harris has said, by and large, but, of 
It is also true that the British face course, there is danger in emphasiz- 
serious shortage of dollars. The ing too much the import side of 
sortage of dollars results from the Britain’s problem. There is the 
ict that the British do not export danger that we will lose our heads in 
1ough to meet their large payments _ Britain; and, because we get panicky, 


_* Former Prime Minister Churchill, in the House of Commons, on August 8, said, in part, in 
mmenting on the Labour government’s proposals to meet the economic crisis: 

 “T hope we are not going to have any talk of ‘the Dunkerque spirit.’ What would have hap- 
med if at that time, when the little boats went over, it had been said we are only going to take 
* the trade unionists and about the rest ‘we don’t give a tinker’s cuss’? The minister who used 
s expression [Emanuel Shinwell, Minister of Fuel and Power, in a recent speech] still remains a 
smber of the government, in spite of his failures. 

“Applied in its full force, this act would be a complete abrogation of Parliament. It is not 
ly governments which have rights. The ordinary British people have them, too. No reason 
s been given to justify the casting away by us, undefended, of such rights as are still free. The 
ime Minister’s speech on Wednesday was universally judged to be inadequate to the crisis and 
e in its character, Nothing said furnishes any substantial reason for this demand for totali- 
jan powers..... 

“Except for the bloodshed, all the evils of war are going on in this country today. Life under 
2 Socialist government is worse, far worse, for the country than it ever was in the full blast and 
erity of war. 

“We are asked to give a blank check for totalitarian government, for that is what it is, at the 
solute discretion of Ministers to proceed by Orders in Council when Parliament is not sitting, 
may not be sitting for months. Is this clearly necessary for the life and recovery of the coun- 
? I should have thought it would have spread so much uneasiness and alarm as to discourage 
paralyze effort . .. .” (New York Herald Tribune, August 9, 1947). 
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we will try to reduce imports in such 
a way that we do damage to other 
countries. We might, for example, 
stop importing wine from France— 
one of France’s important exports— 
and, by so doing, throw a contrac- 
tionist influence into world trade and 
positively obstruct European re- 
covery which is our main objective. 

Therefore, while I agree with the 
statement of the problem, I would 
also say that we must at once begin 
to think about the dangers in the 
remedies which we adopt. 

Mr. Coszan: Is that the way you 
look at it, Owen? 

Mr. Owen: I agree with what has 
been said, but as a mere historian I 
find international balance sheets a 
mystery which I can only dimly ap- 
preciate. So, as a historian, I should 
like to raise a slightly different query 
about this crisis. The historian is a 
chap who is rather addicted to the 
long-range view of things, and he 
wonders whether the present crisis 
may not be simply a stage in the 
economic decline of Britain. He 
might argue that Britain’s nine- 
teenth-century preeminence was hard- 
ly more than historical accident. The 
British clearly had the breaks in the 
economic game. But most of the 
special assets which Britain once had 
no longer exist. I suspect that it may 
well be that the British economic 
honeymoon was brought to an end 
some years ago. 

Mr. Copsan: As another his- 
torian, I would agree with some of 
what you say, but I would rather like 


to enlarge it. I find, talking to my 
American friends, that they have a 
tendency to concentrate their atten- 
tion upon Britain, to speak about 
Britain’s economic crisis, and to en- 
visage the point of view through a 
diminishing telescope. I think that 
we ought to enlarge our view, to 
realize that civilization is one now 
and that the economic structure of 
the world has been so closely bound 
together that this is not merely a 
British crisis but that it is largely a 
part of a world crisis. In that crisis 
I should say that America has a di- 
rect, immediate interest. 

Mr. Harris: I agree that America 
has a very important interest. That 
interest arises through our helping 
to bring about economic reconstruc: 
tion in Europe and elsewhere, be- 
cause without economic reconstruc: 
tion we cannot have political peace. 
If we should have another war, which 
might well cost this country many 
times the three hundred and fifty 
billion dollars that this recent wat 
cost this country, the results would 
indeed be calamitous. I therefore 
would argue that an investment o 
twenty or twenty-five billion dolla 
now in helping to reconstruct Europe 
and, to some extent, Asia, would b 
one of the most profitable invest 
ments that the American taxpaye 
could possibly make. 

Mr. Opie: Of course I agree wit 
that, but I would like to emphasi 
that the borrowing is for a temporar 
purpose. I would not be prepared t 
sell Britain short in the long run. 
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. not sure that the historian’s view, 
ich points to the long-run decline 
Britain, is the outlook which I 
ld like my countrymen to take 

the longer-run future. I should be 
lined to take the view that 
itain should borrow, if necessary, 
d that America should lend, if 
cessary, but all on the assumption 
.t there is strength in the old 
intry still and that in the long 
1 we will come out in front. 


Mr. Cossan: I was very inter- 
E ed, Harris, in your initial analysis 
che situation. Could you say a bit 
ire about it? What do you think 
the real reason for this economic 
sis in Britain? You can look at it, 
certain extent, from an external, 
‘side point of view. 

Mr. Harris: We all agree that 
problem is partly due to the war, 
thaps primarily to the war, but I 
» believe that there is a much 
e long-run factor than the war. I 
not in agreement with Opie that 
sis a temporary crisis. England has 
| one crisis after another since 
'8—the great unemployment crisis 
che twenties when the rest of the 
‘ld was prosperous, another break- 
vn in the thirties which was only 
‘ected through the use of isola- 
list and protectionist measures, 
now their greatest economic 
‘is of all. 

hat is the explanation of this 
idy stream of crises? I think that 
part of the explanation is in- 
siency. I believe, for example, 
t the British do not produce as 
h per man-hour output as they 
Id, considering their preeminence 
e industrial field. I am impressed, 
example, by the fact that a 
ish textile operator will take care 


of one frame, whereas an American 
operator in our textile industry will 
take care of five frames. I am im- 
pressed by the fact that a coal miner 
in Great Britain produces only 25 per 
cent as much coal as the American 
coal miner does and that the im- 
provement in coal-mining in the pre- 
war period in Great Britain was not 
nearly so great as it was in competing 
European countries. 


Mr. Cossan: But England is not 
the only country which has had a 
crisis in the last twenty or thirty 
years. I seem to have heard some- 
thing about an American crisis in 
the not very distant past. 


Mr. Opte: That is just what I was 
going to say. There was a very grave 
crisis in America in the early thirties, 
and I thought that the memory of 
that crisis was still very strong, not 
only in American minds but in 
British. And one of the difficulties is 
that the British are too concerned 
at the moment about a _ possible 
future American crisis. They are 
not so much scared of their own 
future as they are scared of the future 
of America. But that is rather beside 
the point. 

What I want to say in comment on 
what Harris has just said is that it is 
too difficult to make such large gen- 
eralizations about the future produc- 
tivity and efficiency of British indus- 
try. I could point to the woolen 
industry, for example, which is the 
oldest of the British industries, and 
no one can declare that that is not 
as efficient a woolen industry as in 
any other country. In fact, if the 
American tariff were lowered, we 
would sell woolen goods to all those 
masses of people who cannot afford 
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to buy British woolens today in 
Abercrombie and Fitch. 

Mr. Harris: I am impressed by 
the fact that, despite the great im- 
provement in certain industry in the 
United Kingdom, the British still 
have a serious export problem, and 
they have had it for a generation now. 
They have not been able to replace 
their basic export industries with 
other export industries which would 
yield a corresponding number of 
dollars, and, therefore, they have had 
to use their resources unproductively 
in public works, in housing, in do- 
mestic service industry in order to 
find jobs for workers who were pro- 
ducing much more effectively before 
these export crises originated. 

Mr. Opie: Give us a chance, 
Harris. If there had not been the 
break of two wars, I think that we 
would have been in a pretty good 
position now in recovering from the 
readjustment which was imposed 
upon us by the change in the outside 
world’s demand for British coal and 
textiles which were the two things 
which caused the changes in internal 
economic organization in Britain. 

Mr. Cossan: And is it not fair to 
say that the two wars were an un- 
mitigated harm to the British eco- 
nomic structure, whereas they were a 
considerable gain to the productive 
capacities of America? 

Mr. Owen: I think that that is 
true. But I wonder whether Opie is 
suggesting that the problem is one 
primarily of the dollar shortage or 
whether it goes deeper than that? 

Mr. Opie: My thesis is that it goes 
much deeper than the dollar short- 
age. The problem is essentially one 
of production in Britain and in 
western and eastern Europe and, in- 


deed, throughout a great part of th 
rest of the world. What we need is 
breathing spell in order that the: 
processes of reconstruction, whic 
necessarily take time, should be a 
lowed to work themselves out. 

Mr. Owen: The obvious questio! 
which comes to the mind of an Amer 
can observer (I have heard it tin 
and time again in the last fortnigl 
or so), is what happened, after al 
to the dollar loan which the Britis 
received not so long ago. Did the 
fritter away, as some suggest, thos 
millions of dollars? 

Mr. Cossan: I can give you tl 
breakdown of the expenditure thi 
the Chancellor of the Exchequt 
gave. He said that 25 per cent of th 
money has been spent on food. Thi 
is a productive necessity. Another ‘ 
per cent went for raw materials, i1 
cluding gasoline; 14 per cent fe 
machinery (and if there had bee 
more machinery available, I am sut 
more would have been bought); 1 
per cent went for food and other suy 
plies for Germany. That leaves ¢ 
“unnecessary” expenditures, 12 pt 
cent for tobacco and 4 per cent fi 
films. 


Mr. Harris: Let us not forg 
that a billion and a half dollars of tk 
almost four-billion-dollar loan 
been “‘frittered” away in high 
prices. Let the United States’ a 
thorities recall the fact that their i 
flationary policies have resulted — 
these dollars’ buying less goods. 
would be nothing but justice to 
turn or to add in pounds an amo 
equal to what has been lost as a 
sult of unwise policies in this coun 

Mr. Coszpan: Do you not th 
that that is a kind of illustration 
the fear, perhaps the exaggera 
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r, Opie would say, that some 
jups in Britain have of being tied 
closely to the American economic 
chine? A sudden rise in American 
ces produces a British crisis. 


Mr. Opie: However that may be, 
fact is that the loan which was 
ginally three and three-quarter 
ion dollars has been diminished to 
» and a quarter in terms of the 
vchasing power of 1945, when it 
5 first negotiated. The British 
inally wanted to borrow five 
ions, for they thought that five 
ions would be necessary to see 
through until 1950. My argu- 
nt is that if they were willing to 
ow five billions in 1945 and if 
got only two and a quarter 
ion dollars’ worth actually out of 
t they did receive, they ought to 
repared, if necessary, to borrow 
ve for the same purpose for which 
'y wanted it in 1945. 
t is true that certain things have 
»pened since 1945, and the rise in 
jerican prices is only one of them. 
ddition to that, we have had the 
y in reconstruction on political 
unds. Two years ago we did not 
ct to be so far behind in the 
ice settlements; we did not expect 
have the same obstruction from 
sia. The result is that we have 
to spend one and a half billion 
vars a year on maintaining an 
ay of a million and a half men. 
e have had to spend about three 
‘dred million dollars or more a 
* in Germany. This is what has 
tttered” away the loan, if we are 
g to talk about frittering away. 
“rx. Copsan: Let us suppose that 
ain is prepared to accept another 
erican loan. Let us _ suppose 
ain wants it. Is there any chance 


of getting it? Owen, you are a his- 
torian and have some interest in pub- 
lic opinion on that kind of thing. Do 
you think that there is a possibility? 


Mr. Owen: That is a question 
which I should very much hesitate to 
answer. Perhaps I should simply put 
it in the form of a question to the 
group. In current American slang, 
should Congress put a stop to the 
“gravy train” which, from the Ameri- 
can point of view, has been running 
so handsomely? 

Mr. Harris: I do not believe that 
it is a gravy train. I believe that 
Europe and the world need these 
loans and that America also needs 
them. The point is that we have a 
stake in Europe’s recovery. We 
should not forget the fact that, out of 
every dollar which we produce in 
this country, we should spend some 
part for economic reconstruction, 
because that will increase the number 
of dollars that we have here. I should 
remind you of the fact that if we 
gave the rest of the world only one 
dollar out of every seventeen addi- 
tional dollars earned since 1932, we 
would be able to finance the Mar- 
shall Plan in a very generous way. I 
should also add that the argument 
that foreign loans bring about infla- 
tion is not an argument to be taken 
seriously, because, after all, inflation 
can be treated much more effectively 
by other means than through cutting 
out foreign loans. Let us not burn 
down the house in order to roast the 
pig, which is just exactly what we 
would do if we tried to treat inflation 
by cutting down foreign loans and re- 
ducing demand in that particular 
manner. 

Mr. Cossan: Let us go on to 
another difficulty. Assuming that 
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there is a possibility of such a loan, it 
seems to me that the extent of the 
loan, the conditions, and the possi- 
bility of repayment are all based 
upon the assumption of a great world 
trade revival. The Labour govern- 
ment, and a considerable section of 
the conservative party, to begin with, 
made that calculation. It seems to me 
that now they are beginning to be- 
come skeptical. The reasons may be 
political; they may be economic; 
they may be short-term; or they may 
be long-term; but world trade is not 
reviving, it seems to me, in the way 
in which we had hoped two or three 
years ago. 


Mr. Opie: You know, Cobban, as 
well as I do that there have been in 
both parties in Britain a certain 
minority group who do not believe 
in the American government’s pro- 
posal for a freer world system of 
trade. The Labour government has 
sent representatives to Geneva, and 
they are negotiating on this long-run 
policy. I believe that the majority, 
and the sensible majority, in Britain 
still adhere to this belief that, by 
pursuing the kind of policy which the 
American government wishes us to 
pursue, we can put a shoulder to the 
wheel and revive world trade— 
develop it, increase the volume, and 
do the only things which it is pos- 
sible to do if we are to increase British 
exports by 75 per cent above the 1938 
volume. 


I would add that if we are going 


to be defeated before we start, we 
might just as well reconcile ourselves 
to a lower standard of life for a gen- 
eration in Britain and depopulate the 
island from the forty-eight millions 
which it now possesses down to 
twenty or twenty-five millions. But 


then what will happen when the ne 
war comes? 


Mr. Harris: I am afraid thi 
Opie is wrong on these matters. f 
least, may I say that he is a little tc 
optimistic. I look back to the histor 
of free trade and protection, th 
tariff history of the last generatioi 
and I am impressed by the fact thi 
the world gets more protectionist an 
not less protectionist. | remembe 
last spring, being in a conferent 
with a large number of congressme 
who were discussing these and r 
lated problems. I was very much in 
pressed by the manner in which thes 
congressmen made it clear to me thé 
there was an increase in protectioni 
sentiment in this country. Let & 
remember that this type of talk is 1 
a period when we have full employ 
ment and more work to do than ther 
are jobs. Even in such a period w 
see protectionism on the rise, and we 
therefore, I believe, should not be s 
optimistic as Opie is; however, w 
agree with his wishes that we shoul 
in fact in the future have a free-trad 
world. | 

Mr. Opie: You may afford to 
pessimistic about the future 
American policy, Harris, but 
point is that it would be very wro 
for the British government to assu 
that everything is going to go wro 
in America and to set their targ 
accordingly. I should say that th 
sensible thing to do is to try for t 
best; and, if we fail, no harm has be 
done, because we do want to get 
with the job of reconstruction 
Europe, and we can cross the oth 
bridge of long-run policy when 
have to. 

Mr. Cossan: I would agree wi 
that, but I do not like your suggesti 


\t we should put our shoulders to 
wheel. The wheel is a very big 
eel, and the only power which has 
economic force to turn it is the 
ited States. 

Mr. Opie: That is not quite true, 
a see, because if one takes the 
)tish Commonwealth and America 
ether, they represent about 40 per 
it of world trade. Neither one of 
- two great countries could do the 
_alone, but if we both put our 
vulders to the wheel, we have a 
ance of doing it together. That is 
it is important that the British 
prts, in their way, should be as 
jat as, we hope, American efforts 
‘| be in their way. 

r. Coppan: I quite agree with 
At, if both sides are pushing. 

‘Mr. Opie: I think that America 
oushing. 

Mr. Harris: I am afraid that we 
ill never solve that problem today. 
think that we ought to discuss a 
inewhat different problem—the 
eblem of whether England today 
5 the right degree of socialism. 
nyself am not a socialist, but I cer- 
nly feel that the British are not 
iting an adequate dose of socialism 
lay. In other words, in the great 
sis with which they are confronted, 
sy do not have enough controls. 
rhaps they do not have enough na- 
malization. I am impressed by the 
+t that if the coal-mine situation of 
United States, or even the textile 
uation of the United States, were 
ibad as it is in Great Britain, there 
suld be considerable clamor for na- 
malization in this country. And I 
srefore say to the British that if 
ey have price control and price 
atrol brings about a large influx of 
»or into areas which are not con- 


THE UNIVERSITY OF CHICAGO ROUND TABLE qf 


trolled (for example, entertainment, 
alcoholic drinks, tobacco, and so 
forth), the British are not carrying 
their planning far enough. They 
should have such controls that the re- 
sult would be that they would not be 
wasting their labor in some of these 
unproductive manners as they are 
today at a time when they need 
more production of essential com- 
modities and at a time when they 
need more exports. 


Mr. Opie: I suspect that this elo- 
quent appeal of yours displays your 
desire to be the devil’s advocate, 
Harris. I cannot believe that you 
seriously maintain that we have too 
little socialism in England today. I 
am not a socialist either—at least not 
that kind of socialist. But my con- 
viction is that the real danger in 
England is that doctrinaire socialists 
will get the bit between their teeth 
and that we will have far more 
planning than is good for us at this 
critical juncture in our history. I fear 
that we will try to cut a coat far 
larger than the cloth will permit and 
that we will push on with a crazily 
grandiose housing scheme; that we 
will try to improve the general social 
condition of the people, such as re- 
ducing hours of work, when we ought 
to be facing realities and producing 
as much as can be produced with the 
capital equipment at our disposal. 
I am afraid we will do all this instead 
of worrying our heads about what 
the general type of organization is 
going to be in the future, or even is 
best for Britain now. 

The crucial point is what will be 
done in iron and steel. If they decide 
at this juncture, because of the pres- 
sure from the back benches, to go 
ahead with the plans for nationaliz- 
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ing the iron and steel industry, then 
I would venture the opinion that the 
doctrinaire socialists will indeed 
have got the bit between their teeth, 
and they will be planning for plan- 
ning’s sake. 


Mr. Harris: Do you believe for 
one minute, Opie, that private enter- 
prise is going to correct the very un- 
fortunate conditions which now pre- 
vail, for example, in the textile indus- 
try? There have been reports and 
commissions, one after another, tell- 
ing how bad the textile situation is 
and how much less the British pro- 
duce than American workers in simi- 
lar production areas. Yet very little 
is done about that, except to get us 
more blueprints and more royal com- 
missions and to use up the labor of 
experts in this manner. But nobody 
does anything about it; it cannot be 
done under a system of private enter- 
prise, I believe. 


Mr. Opie: As a good Irishman, I 
can only ask you whether you believe 
that socialism or nationalization 
would cure all those deep-rooted evils 
in the textile industry. 


Mr. Owen: I am rather inter- 
ested in the political side of all this, 
too. It seems to me that this puts up 
the issue of the problem of moderate 
socialism. Can moderate socialism 
really do this job? Can the more con- 
servative right of the Labour party 
and the radical left be bridged by a 
moderate program? I am not sure. 
And I suppose that the related ques- 
tion is whether the Labour govern- 
ment ought to be replaced by a coali- 
tion government, as no doubt Mr. 


Churchill had hopes, the other day. 
Mr. Cossan: | would like to say 


a word upon that. British history h 
shown several cases of coalitions. 
there is one lesson which has bee 
learned, it is that coalitions in peac 
time are universally unsatisfactory 
In a coalition government one canno 
put the responsibility on one side o 
on the other. The one really valuabl 
sanction of parliamentary govern 
ment is that if the government i 
governing too badly, it can be turnec 
out and the opponents put in it 
place. 


Mr. Opte: I agree. 


Mr. Cossan: I believe that one o 
the problems of the present situa 
tion is the fact that there is no ef 
fective opposition program. If th 
Conservative party could produc 
one scrap of paper and say, “Here i 
our program,” then I believe it woul 
serve as a valuable stimulus to ths 
present Labour government. 


Mr. Opie: On the other hand, it i 
fair to remember that the oppositio1 
is always at a disadvantage when it i 
put in the position of having te 
criticize as much as the present op 
position must. What is moderate 
socialism, for example? I would sa} 
that if the Labour party had beer 
content to nationalize the mines, the 
Bank of England, and perhaps pus} 
on with electricity and the railroads 
everything would have been all right 
They could then have had some 
energies to spare to deal with thi: 
very grave crisis which is upon ther 
at the moment. 


Mr. Cozssan: That is all they 
have nationalized up to the present 
Mr. Opie: Well, no, they ar 
threatening to nationalize iron anc 
steel; and they are perhaps pushing 


a too fast with gas and adding that 
» electricity. They could rest on 
1eir oars for a while, I think, with 
eat wisdom. 


Mr. Owen: But, on the whole, I 
ink that the Conservative criticism 
* the Labour program has been 
sed on precisely the wrong as- 
amptions and has made the wrong 
sints. None of the speakers, so far 
5 I know, has got down to cases 
nd criticized the practical aspects 
‘the Labour government’s program. 


Mr. Harris: May I say this 
bout another point which relates to 
hat Opie has just said. Here there 

a population of forty-eight million. 
Tow can an adequate standard of 
ving possibly be attained when 
nere are forty-eight million people 
mn this little island? For example, the 
rea of the United Kingdom is 1 per 
ent of Russia, and yet has 25 per 
ent of the population; 3 per cent of 
ne area of the United States, but 30 
ser cent of the population. Here is a 
ountry with remarkably high stand- 
ads of living, and I believe that the 
jresent crisis merely indicates the fact 
hat the British are suffering be- 
fause they do not have adequate re- 
ources; because their main pillar of 
trength—trade—is declining; be- 
ause the rest of the world is becom- 
ng industrialized and, therefore, tak- 
ng away British markets; because 
he capital and the services which 
the British had, and with which 
hey used to pay for their imports, 
iave largely been taken away from 
them, or they have had to liquidate 
them. I say that, under those condi- 
ions, though I believe that the 
»resent crisis is merely an interlude 
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to more crises. I am very sorry to 
have to give this diagnosis. 


Mr. Opie: You have no evidence 
for your sweeping generalization that 
world trade is doomed. My convic- 
tion is that the only hope for continu- 
ing to keep these forty-eight million 
people at a high standard of life is a 
system which allows them to use their 
very highly developed skills in trad- 
ing with the rest of the world. And it 
would be crazy of the British not to 
pursue a policy which would give 
them at least a chance of reintegrat- 
ing the British economic system into 
a world system which would allow 
them to deploy those skills. 


Mr. Harris: I should like to see 
them do that. The only difficulty 
is that with hundreds of bilateral 
agreements already in this world, 
where protectionism is on the way 
up, I do not believe that free trade 
will solve the British difficulties. I 
therefore am rather lugubrious about 
the prospects for Great Britain in the 
future. 


Mr. Opie: I am equally convinced 
that bilateralism will not solve the 
difficulties, and there we see the 
dilemma. 


Mr. Cossan: I believe, for my 
part, that we shall get after the diffi- 
culties, one way or another. It is very 
difficult to see how we will do it, but 
I am thoroughly and firmly con- 
vinced from the depths of my heart, 
and I am sure that forty-eight 
million other people in the British 
Isles are equally convinced. 

We are not in complete agreement, 
obviously, but it is significant that 


ii) 


our disagreements cut across na- 
tional lines. We all agree, however, 
that in the first place this crisis is part 
of the cost of the war. We are paying 
for the war. Secondly, it is a world- 
wide crisis. And, thirdly, perhaps my 
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American friends, at any rate, seem to 
think that America cannot insulate 
herself from the political and eco- 


nomic effects of a collapse in world 


trade, of which this crisis is merely 
one possible manifestation. 
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Selections from Prime Minister Clement Attlee’s 


Speech in the House of Commons, August 6, 1947 


ET us glance at the position of this country. It is familiar to all here. We 
F want to put it on record that in this country of forty-five million people 
e have had a quite exceptional economy built up over years by our own bold 
ssources, other resources, by our skill, by our power to add value to raw 
iaterials from all over the world. 

We had a highly artificial position before the first World War. We all know 
e had to import food and raw materials. We paid for it with good services 
nd interest on investments abroad. We all know that in the first World War 
ur economy received a serious shock. We had to pay for the war with an im- 
uense proportion of foreign investments. Increased industrialism abroad 
arust heavily on us and we found ourselves instead of having a large export 
irplus as before the first World War, after the first World War our balance of 
ayments was only achieved with great difficulty and the second World War 
as been costlier. Let us remember that for a whole year we stood alone, the 
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eater part of our foreign investments have been sold, and great debts ac- 
‘mulated. Our export trade was reduced to less than one third. We had great 
ipping losses, damage from air bombardment and had to change our 
zanisation for industry to purposes of war. 

We got through the second World War with the help of lease lend. It was 
shtly described by Churchill as the most unsordid act in history but it left 
in a most vulnerable position. We had the vast task of reconstruction in- 


Iving redeployment of our whole economy and what we required essentially 
is time in order to effect that changeover. The U.S. and Canadian loans 
sre essential measures to buy time: time for ourselves, time which was also 
ieded for the rest of the old world to recover. We know the amount of these 
uns £937,500,000 from the United States and £300,000,000 from Canada. 
were deeply grateful to the United States and Canada for this assistance. 
e loans were acts of statesmanship beneficial not only to ourselves but to 
re whole world but they were essentially designed and accepted in order to 
table us to stand on our own feet. I entirely agree with Stanley that it would 
/ utterly wrong for this country to become permanently dependent on an- 
‘her however friendly our relations. But these were steps taken on the 
ad towards recreating a world of multilateral trade and convertible cur- 
mncies. We and our friends across the Atlantic were both working for this end 
id believed it to be the most advantageous system for the world and es- 
ially for a country in our position. 

We would have liked as we all know a larger loan. We Skee then 
nether this loan would buy sufficient time. We all hoped the loan would last 
‘not, I think, five years, as Stanley said, but well into 1949, possibly 1950 
- which time there would be a reasonable chance that we should have rede- 
oyed our economy and be in sight of equilibrium. As things have turned out 
is now certain that that loan will be exhausted before the end of this year. 
nis essential difficulty of our position has never been absent indeed it cannot 
absent from the minds of this or any other Government. 

I recall in my speech on the Address in reply August 16, 1945, I said 
jooner or later we hope to face the fact that we can only buy abroad if we | 
pay for imports in goods and services. Therefore we must apply ourselves 
lutely to the task of increasing our exports.” This is what we did, not 
‘thout success. By the end of 1946 our exports had reached the level of over 
1% of the 1938 volume..... In these two years we have always had to give 
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quate weight to two conflicting considerations on these matters of our 
ance of payments. There was the need for maintaining our external 
ncial position and need for maintaining the strength and morale of our 
ple at home. Our people were tired by the end of the war..... We were 
ing to buy time not only for the recovery of this country but for the re- 
‘ery of the world and particularly of Europe. That recovery has been much 
ver than anticipated. The economic disruption has been far greater. The 


omic position in Europe and Asia has taken very long to settle down 
has settled down. 
or reasons which the Foreign Secretary (Bevin) has often explained our 
rseas commitments have proved far heavier and their continuance more 
longed than we had hoped. There were bad harvests in many parts of the 
‘ld which increased the overgreat dependence of the rest of the world on 
Western Hemisphere for food and raw materials. Already showing even 
ar, was disequilibrium between the continents. This has resulted in steep 
in prices. Facts are that the prices of our imports have risen over 40% 
re the loan was negotiated and by over 20% since we began drawing on it. 
are compelled to buy largely from the Western Hemisphere in dollars at 
a prices. We are not the only people in that position. The rest of the world 
affering the same difficulties. Failure of production owing to war damage 
uns that it too was compelled to buy a large part of its essentials from the 
stern Hemisphere. It has to pay dollars so there is a world shortage of 
ars... . . Consequence is that exports we sell to other countries are paid 
fin currency we cannot use to cover our deficit with the Western Hemi- 
ere and countries are receiving sterling for what they export and con- 
ting it immediately into dollars to cover their deficit in dollars. 
articularly in the past few months the effects of these adverse tactics have 
n themselves with ever increasing severity. The overall adverse balance 
400,000,000 in 1946 has risen to the annual rate of over £700,000,000 for 
first half of this year. The salient feature of recent developments is the 
rease in dollar deficit. For 1946 our total dollar deficit was under £350,- 
,000 even if we include Canadian dollar outgoings. That was partly due 
e shortage of supplies. 
n the first six months of 1947 the U.S. dollar deficit was £405,000,000. Of 
: figure, £176,000,000 represented our own trading deficit with the U.S. 
addition we spent £29,000,000 on purchases from the U.S. for Germany. 
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'e had to provide £118,000,000 in U.S. dollars as part of payment for our 
mm purchases from the rest of Western Hemisphere. We had also to provide 
US. dollars £48,000,000 for purchases in U.S. by sterling area countries 
)d £10,000,000 for purchases by sterling area countries in the rest of the 
‘estern Hemisphere and £14,000,000 for similar purchases by European 
untries. 

The most serious aspect of the whole situation has been acceleration in this 
llar drain in the most recent months. It is reflected in dollar drawings. On the 
tal credit of £937,500,000 we drew £687,500,000. By the end of 1946 we 
id drawn only £150,000,000. From the beginning of January to the end of 
larch we drew £125,000,000. In April and May we drew £162,500,000 and 
June we drew £75,000,000. In July there were exceptionally heavy draw- 
s which should not be taken as an indication of the trends. They were up to 
75,000,000. The Chancellor of the Exchequer will give further details. I am 
give the House the fullest facts I can and am stressing the gravity of the 
vuation. I do not want to paint too alarmist a picture. There is a difference 
itween gravity and panic. This is a matter of gravity. We have still £250,- 
0,000 outstanding in the U.S. There is £125,000,000 of the Canadian credit 
id we have ultimate reserves of £600,000,000. It must be remembered how- 
ver that there is a point below which these ultimate reserves cannot be al- 
wed to fall. 

It is clear therefore that the drain cannot be allowed to go on at this rate. 
lis sometimes assumed that all our difficulties have arisen because of the 
in agreement with the U.S. and in particular because of its provisions con- 
tning convertibility and nondiscrimination. .... The problem of con- 
rtibility is really a problem of world shortage of dollars rather than arising 


irticularly from the loan agreement..... 

We approached the problem of the postwar world with the view to estab- 
hing speedily multilateral trade and convertible currencies. They are not 
‘t in sight and it is clear that unless a multilateral system can be made to 
»rk supported by adequate finances it will be incumbent upon us to seek 
sother way out of our difficulties. .... The world dollar shortage is funda- 
entally a problem of productivity outside the western hemisphere. The only 
medy is restoration of a current balance of production between the old world 
id the new. 

‘We therefore intend to play a full part in the efforts started at the Paris 
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ference to see how European countries can best help themselves and each 
cher and to turn to the best advantage of the world and themselves sugges- 
ons made in Mr. Marshall’s speech..... 

Measures to this end must be positive and negative. We shall first apply 
arselves to further development of resources at home. We must concentrate 
3 much of those resources as we can on the reconstruction and development of 
ar basic industries and services whereon our whole economy depends and on 
1e production of goods for export and production of those things which save 
s imports. This will mean cutting out essentials and making sure that our 
ojectives are in proper relation to our resources. We must increase the total 
atput so as to stand on our own legs as soon as possible. We shall press on 
ith plans to expand production in the colonial empire. These are our positive 
jectives but however great the effort it will take time to develop them. It 
jay be that the chain of events started by Mr. Marshall’s speech will lead 


_ further help for the recovery of the old world but we cannot base our plans 
a that assumption. .... : 

_ Regarding the positive, definite targets are being set for basic industries and 
irvices, first of all is coal whereof we must have enough for our own industrial 
ad domestic needs..... 

_ We have put before mine workers leaders a proposal that while preserving 


.e five day week and the general regulation of hours of labour there should be 


| 


. an emergency measure, for a limited period, an extra half hour’s work 


lily. ; ie 


_ Second in importance only to coal is steel, during the winter months pro- 


action should be running at an annual rate of about 13,500,000 ingot tons, 
‘oduction for 1947 as a whole should reach 12,500,000 tons but that is not 
sough and the shortage of steel particularly of certain types has recently 
en acting increasingly as brake on production in the manufacturing indus- 
jes and on construction. .... 

_ Agriculture is an industry that is a great potential dollar saver. We must 
-oduce more—a great deal more—of food at home to replace imports which 
2 can no longer afford to buy especially expensive dollar imports. I cannot 
cept the statement that we have been neglecting agriculture. The Govern- 
ent is going to set a high target before Agriculture, nothing less than an 
tra £100,000,000 worth of food by 1951 to 1952. That is 20% increase of 
resent output. That is a tremendous task and will involve immense effort 
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not only on the part of the agriculture community but on the part of the 
Government itself who will have to see industry is provided with tools for 


Fuel, raw materials, labour and industrial capacity must be available where 
required. For this we need an increase in productivity and the direction of 
exports into the most fruitful channels. This will involve effort by all engaged 
in industry and some sacrifice of individual liberty by employers and workers. 
We shall have to ask or, if necessary, issue directions to firms to ensure theit 
capacity is used not to produce goods which yield the highest profits but those 
most needed by the national economy. We shall have to take some measure of 
control over employment of labour. During the war we had to use full powers 
of direction of labour. The Government and the country desire to move as 
quickly as possible towards the restoration of the freedom of individuals to 
undertake the kind of work they prefer. We have perhaps moved too far too 
fast in this direction. 

We propose to reimpose control over the engagement of labour which was 
almost universal during the war, but since removed except in coal mining, 
building and agriculture..... 

The Government has therefore decided that as an emergency measure it 
must ask for longer hours of work wherever they can contribute to increased 
production..... 

Management too must play its part. In general, management is out to 
cooperate with the Government, but cases of avoidable inefficiency or lack of 
will to serve the nation’s best interests must be dealt with and the Govern- 
ment will not hesitate to take firm action as was done in the war.... 

As to reduced expenditure there are first the very large sums expended i 
Germany for feeding late enemies. Bevin stated that when the present schem 
runs out we cannot spend any more dollars on Germany and discussions ar 
involved to devise other plans. .... 

We expect to withdraw one hundred and thirty-three thousand men fro 
overseas by the end of this year, and to raise the total withdrawals from over 
seas to over two hundred thousand men by the end of next March. We al 
plan to return home before the end of 1947 some thirty-four thousand troo 
other than United Kingdom troops. I must emphasise that there is no chan 
in our foreign policy or defence policy. It is now considered that the men an 
women in the forces on March 3iIst, 1948, can be reduced to 1,007,000. U 
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March, forces will be reduced by 420,000, but the actual releases will be 
0,000. The three Services will lose nearly 60% of those in the forces at the 
eginning of 1947. The Defence Minister (Bellenger) and I are fully conscious 
‘the imperative need to relate the defence policy to the hard facts of finance 
id economics. Exhaustive enquiry has been instituted into the whole future 
our defence policy. 


As to the import programme, the Chancellor of the Exchequer (Dalton) 


.s informed the House of the provisional import programme, amounting to 
*/700,000,000. The Government has now decided that further cuts must be 
de in the import programme. The Government proposes to limit remit- 
ces on foreign films to not more than 25% of the earnings of these films. 
‘e intend to save at least 500,000 tons of petrol, saving approximately 
Jt;000,000. This will necessitate a reduction of the basic allowance for private 
jotorists by one third and a 10% reduction in supplementary allowances, 
»me reduction in petrol for commercial vehicles will be necessary. This will 
cut to 10%. All these cuts operate on October ist. The maximum economies 
‘ll be made in petrol by the fighting services. The Chancellor proposes as 
om October Ist to reduce the foreign travel allowance from £75 for twelve 
onths to £35 for fourteen months, with a corresponding reduction in the 
lowance for children to £20. Allowances for businessmen travelling abroad 
‘ll be more strictly limited... .. 

We propose to cut timber imports by £10,000,000. 

We hope to make a saving by postponing part of our cotton purchases. 
nere can be no cut in the imports of feeding-stuffs, which must rather be 
panded as increased supplies become available. We must make an immedi- 


ve substantial reduction in the purchases of food from hard currency coun- 
ies. The rate of these purchases will be reduced by £12,000,000 monthly. 
is means confining buying to essential foods. Our bulk long term contracts 
staple foodstuffs from these areas will not be interfered with but we must 
rgely confine ourselves to such purchases as far as hard currency sources are 
incerned..... 
‘I appeal to workers in all industries not to press at this time for increases of 
s or changes in conditions which have similar effect, especially where 
ese increases are put forward on the basis of maintaining differentials be- 


een categories of workers. 
I appeal to employers not to tempt workers from essential work by offering 
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higher inducements in less essential industries. I appeal to all those in contro 
of industry and commerce to refrain from declaring high dividends. If we 
wish to maintain our position in the export markets we must keep prices at 4 
reasonable level. I appeal to everybody to support the savings movement te 
the utmost. 

There is a section of the public which renders no useful service. Its mem 
bers make money in all kinds of dubious ways. We shall take all action oper 
to us against these. I think they call them spivs—and other drones but public 
opinion can here be a very powerful weapon, we must also try to regain the 
habit of avoiding unnecessary waste and of collecting salvage. 

I have not tried to conceal anything or gloss over dangerous features in the 
situation. Nobody unless blinded by partisanship would deny that the majo: 
causes of our present position are outside the control of the people of thi: 
country or of any Government. The Government whether Conservative o1 
Labour would have been faced with this position. No doubt this Governmen: 
like other Governments has made mistakes. A Conservative Government 
would have made others but if we had made none we should not have escapec 
from these difficulties. I shall welcome any constructive suggestions from 
whatever quarter of the House but I am not disposed for a moment to accept 
the proposition that had we not fulfilled our election program—had we fol. 
lowed the Conservative instead of the Labour policy—we should now be fret 
from these anxieties nor do I admit that to unite the nation we must follow the 
Conservative policy whatever that may be. 

I agree no question of coalition arises. It has not been sponsored eithet 
from the Labour or Conservative side but by some busy matchmakers of tht 
press. 

I say to one and all this is your fight..... 


Selections from Prime Minister Attlee’s Speech 
to the People of Britain, August I1, 1947 


We have, therefore, to face now before we have recovered from the effec 
of the war, and before our long-term plans have taken effect, the necessity 
relying entirely on our own resources. .... 

First, we must deal with the immediate problem by reducing our overs 
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penditure even although that involves heavy sacrifices on everyone in the 
mmunity. You have been told of the reductions that we are making in our 
aports of food from dollar sources. We shall try to make them up by imports 
om elsewhere, but some restriction is inevitable. 

We are cutting down imports of such things as films and tobacco, which are 
st essential. We are reducing our armed forces abroad and re-examining the 
nole scale of our armed forces. This is not a thing which can be done by a 
roke of the pen. 


But cuts in expenditure are only a partial and temporary remedy. The 
sential thing which we have to do both for the immediate emergency and for 
‘r economic future is to increase production and to concentrate on the things 
nich are absolutely vital. 

We must increase our home production in food. 

We must increase our production of coal and steel. 

We must make our transport fully efficient. 

We must produce more goods for export. 

To do this we must delay providing ourselves with many things that we 
ould like in order that the materials and labor may be made available for 
things we must have. 

‘Just as in the war we had to devote our energies to producing guns, air- 
nes and other weapons and had to stop making other things, so today we 
ast concentrate on what we need to win victory on the economic battlefield. 
‘I know that the carrying out of this plan will mean hardships for all of us. 
ae Government has been under constant pressure from all sides to provide 
ore clothes, more furniture, more consumer goods of every kind and to put 
‘hand all kinds of desirable improvements. We have not been able to do all 
could have wished with the resources at our disposal. Now we shall have to 
“stpone the supply of these things still longer. 

‘The broad plan has been laid down by the Government but to carry it out 
ll demand a united effort by the whole nation. You cannot expect all the 
tails at once. They will have to be worked out industry by industry as the 
an develops. .... . 

‘I believe that nearly all will willingly put their shoulders to the wheel, 
t there may be some who will not. It is for this reason that the Government 
s introduced a bill which, while it gives no greater powers than were given 
the present Government in 1945, enables them to be applied to the present 


‘ 


26 THE UNIVERSITY OF CHICAGO ROUND TABLE 


crisis. The Government is determined that nothing shall stand in the way o 
our recovery. 

I want every individual to accept willingly what the emergency calls upor 
him or her to do, and also to think out what additional contribution can be 
made. We shall need longer hours of work from some, change of jobs foi 
many, harder work for all. We shall need a readiness to learn new technique: 
to make adaptations. Others will be asked to look again at established trade 
practices which may in these new circumstances hold up production. 

Others may be asked to postpone claims for higher wages or changes ol 
conditions, however desirable they may be in themselves. 

Equally, we shall need still greater efficiency in management and willing. 
ness to cooperate with the workers and joint production councils, so that ali 
may work together as a team. Those who direct industry must be prepared 
to switch from more profitable work to that which is essential. They, too, will, 
I believe, realize that the national interest must come first. : 

To do this will require a national effort comparable to that which we de: 
veloped during the war..... We must regain our economic freedom and get 
into a position in which we pay for all we need by our own exertions. .... 


: 
; 
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yoy What Do You Think? 


's it necessary for the British government to take radical measures now to deal with 
heir economic crisis, or should they be taken later? How is it possible to keep forty- 
ight million people on the English island and maintain an adequate standard of 
ving? Are the goals being set at such high levels that they cannot be reached without 

serious decline in the British standard of living? Is the danger of planning that the 
‘coat will be cut larger than the material’? Discuss. 


s the present economic crisis an indictment of the Labour government, or is it an 
dictment of Britain? Or is it fundamentally a result of the war and the disruption 
if the world economy as well as the British? Is the present problem one of stop-gap 


easures until Britain can recover from the war, or is it a long-run problem which 
an be solved only in the long-run? Is the present situation a problem of economic 
construction or a dollar shortage? 


Vould it be better for Britain, at this time, to adopt Attlee’s policy of austerity or 
» borrow more? Did the British “‘fritter’” away the loan from America? What are 
e reasons why it has had to be spent more rapidly than was originally planned? 
ow can Britain repay an American loan if there are few goods and services which 
,merica wants to accept? 


‘an the British afford to take the risk of basing their program of recovery on the 
‘ssumption of the recovery of world trade, or should they rely primarily upon their 
wn efforts? Do you believe that the Labour government is, in this emergency, re- 
ising its policy on the assumption that world trade is not going to revive as had 
cen hoped earlier? 


the nationalization policy dictated by “‘doctrinaire”’ socialism, or is it being carried 
nrough because of the economic necessity of increasing productivity and efficiency? 
What is the Attlee program? What is the extent of nationalization? In your opinion, 
' free enterprise possible in Britain? 


‘an Britain afford to borrow for Europe’s recovery, notwithstanding the persistent 
ollar shortage? Would it be better for Britain for America to loan to Britain’s cus- 
mers so that they, in turn, can pay Britain in dollars? Discuss. What is America’s 
terest in making loans to Europe and Britain? 


re more or less socialism and economic controls necessary to get Britain back on its 
set? Is more or less socialism the answer? Can moderate socialism succeed? Can the 
onservative right and radical left be bridged by a moderate program? Should the 
sabour government be replaced by a coalition government? 


view of the present crisis situation, should the British continue to police the world, 
should they divert their military manpower to increasing their production of 
? Has there been a change in the position of Britain in the world? Discuss. 
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